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ernment, union or confederation, the rights of the United States 
under this convention shall not be in any respect lessened or impaired. 

Article XXV. 

For the better performance of the engagements of this convention 
and to the end of the efficient protection of the Canal and the preser 
vation of its neutrality, the Government of the Republic of Panama 
will sell or lease to the United States lands adequate and necessary 
for naval or coaling stations on the Pacific coast and on the western 
Caribbean coast of the Republic at certain points to be agreed upon 
with the President of the United States. 

Article XXVI. 

This convention when signed by the Plenipotentiaries of the Con 

tracting Parties shall be ratified by the respective Governments and 
the ratifications shall be exchanged at Washington at the earliest 
date possible. 

In faith whereof the respective Plenipotentiaries have signed the 

present convention in duplicate and have hereunto affixed their re 

spective seals. 
Done at the City of Washington the 18th day of November in the 

year of our Lord nineteen hundred and three. 

John Hay [seal] 
P. Bunau Varilla [seal] 

Charge d'affaires Innes to the Secretary of State.1 

British Embassy, 
Kineo, Maine, 

Sir, July 8, 1912. 
The attention of His Majesty's Government has been called to 

the various proposals that have from time to time been made for the 

purpose of relieving American shipping from the burden of the tolls 
to be levied on vessels passing through the Panama Canal, and these 

proposals together with the arguments that have been used to support 
them have been carefully considered with a view to the bearing on 
them of the provisions of the treaty between the United States and 
Great Britain of November 18th, 1901. 

1Pamphlet printed by Department of State, Washington, D. C. 
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The proposals may be summed up as follows:? 

(1) . To exempt all American shipping from the tolls, 
(2) . To refund to all American ships the tolls which they may 

have paid, 
(3) . To exempt American ships engaged in the coastwise trade, 
(4) . To repay the tolls to American ships engaged in the coast 

wise trade. 
The proposal to exempt all American shipping from the payment 

of the tolls, would, in the opinion of His Majesty's Government, in 
volve an infraction of the treaty, nor is there, in their opinion any 
difference in principle between charging tolls only to refund them and 

remitting tolls altogether. The result is the same in either case, and 
the adoption of the alternative method of refunding the tolls in pref 
erence to that of remitting them, while perhaps complying with the let 
ter of the treaty, would still contravene its spirit. 

It has been argued that a refund of the tolls would merely be equiva 
lent to a subsidy and that there is nothing in the Hay-Pauncefote 

treaty which limits the right of the United States to subsidize its ship 

ping. It is true that there is nothing in that treaty to prevent the 

United States from subsidizing its shipping and if it granted a subsidy 
His Majesty's Government could not be in a position to complain. 
But there is a great distinction between a general subsidy, either to 

shipping at large or to shipping engaged in any given trade, and a 

subsidy calculated particularly with reference to the amount of user 
of the Canal by the subsidized lines or vessels. If such a subsidy 
were granted it would not, in the opinion of His Majesty's Govern 

ment, be in accordance with the obligations of the Treaty. 
As to the proposal that exemption shall be given to vessels engaged 

in the coastwise trade, a more difficult question arises. If the trade 
should be so regulated as to make it certain that only bona-fide coastwise 
traffic which is reserved for United States vessels would be benefited 

by this exemption, it may be that no objection could be taken. But 

it appears to my government that it would be impossible to frame regu 
lations which would prevent the exemption from resulting, in fact, in 

a preference to United States shipping and consequently in an infrac 
tion of the Treaty. 

I have the honor to be, 
With the highest consideration, 

Sir, 
Youf most obedient, humble Servant, 

A. Mitchell Innes. 
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